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We're just under 10 days away from one of the biggest events in crypto: the 
Bitcoin Halving. But what exactly is the Bitcoin Halving, and why is it getting 


so much attention? 
In this article, we'll discuss the Bitcoin halving, its significance, and how it 
affects the issuance of new bitcoins. We’ll also analyze previous Bitcoin 


halving events, examine the effects of Bitcoin halving on miners, and 


speculate about the long-term implications of the halving event. 


What is the Bitcoin Halving? 
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The Bitcoin Halving is when the issuance of new Bitcoins decreases by 50%. 
This happens every 210000 blocks that are mined which translates to roughly 
4 years. This mechanism is coded into the Bitcoin Protocol which ensures 
that the issuance of new Bitcoins cannot be altered until all 21 million 
Bitcoins are minted. Halving events are projected to occur through the year 


2140 when Bitcoin reaches its total supply limit of 21 million. 


The main purpose of the halving is to control Bitcoin inflation by reducing 
the rate at which new Bitcoins are introduced into the market. This design 
directly responds to the inflationary tendency often seen in traditional fiat 
currencies, where governments can print currency without limits, leading to 


depreciation. 


What is the Significance of the Bitcoin Halving? 
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Halving Cycle Block Height Date/Expected 
Date 


Initial Reward - 50 BTC 


First Halving 210,000 25 BTC 28 Nov 2012 
Second Halving 420,000 12.5 BTC 9 Jul 2016 
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The halving of the block reward is a key feature of Bitcoin’s monetary policy, 
implemented to control the inflation rate, ensure the cryptocurrency’s 


scarcity, and increase its value over time. 


Each Bitcoin halving event reduces the number of new Bitcoins produced 


per block. 


Resulting in a lower supply. 


Bitcoin was created as a deflationary currency similar to gold. 


As it becomes scarcer and demand increases, the price likely increases in 


line with supply and demand economics. 


The Bitcoin halving will ultimately cap the total supply of Bitcoin at 21 


million coins. 


This fixed supply is one of the fundamental characteristics differentiating 
Bitcoin from traditional fiat currencies, which can face inflationary 


pressures due to central bank policies. 


Previous Halvings 
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Below is a chart that considers Bitcoin’s price 365 days before and after each 
halving, providing a great visual of the effects. 


Bitcoin's Halving Timeline 
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First Bitcoin Halving — Nov. 28, 2012 


e The first halving occurred on Nov. 28, 2012, when the total blocks mined 
reached 210,000. 


e The first halving occurred 1,425 days after Bitcoin’s inception on Jan. 3, 
2009. 


e In the year leading up to the halving, Bitcoin gained 385%, trading at 
$2.54. On the day of the halving, Bitcoin traded at $12.20, and one year 
later, it exploded to $1,007.39, gaining 8,069%. 
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e The block reward for miners was reduced from 50 BTC to 25 BTC, halving 
the reward supply. 


e The reduction in rewards made BTC more scarce, leading to higher 


demand and usage, which positively influenced prices. 


e Bitcoin’s creation occurred shortly after the 2008 financial crisis, and the 


halving coincided with a financial rebuild in the U.S. 


e Bitcoin’s performance during this time demonstrated its potential as a 
store of value against inflation and its unique value proposition that the 


traditional financial system lacked. 


Second Bitcoin Halving — July 9, 2016 


e The second halving occurred 1,316 days after the first, when the total 
blocks mined reached 420,000 on July 9, 2016 — the shortest period 
between halvings. 


e In the year leading up to the second halving, BTC’s price increased by 
142%, trading at $269.68. On halving day, Bitcoin traded at around 
$650.96. One year later, Bitcoin grew 284%, trading at $2,506.17. 


e The block reward for miners was further reduced from 25 BTC to 12.5 
BTC. 


e The market reacted strongly to the second halving, causing Bitcoin to hit 
new all-time highs (ATHs). 


e With Bitcoin’s growth and initial coin offerings (ICOs) increasing in 


popularity, a crypto bull run ensued in 2017. 


Third Bitcoin Halving — May 11, 2020 


e The third halving occurred 1,458 days after the previous halving on May 
11, 2020, when 630,000 blocks were mined. 
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In the year before the halving, Bitcoin gained 17%, trading at around 
$7,325.08. On the third halving day, its price averaged $9,268.15, and in 
the following year, it ended at $56612.10, gaining 559%. 


The BTC mined per block decreased from 12.5 BTC to 6.25 BTC. 


The third halving occurred during the COVID-19 pandemic when 
economic turmoil and uncertainty led to unprecedented monetary 


stimulus measures by governments and central banks worldwide. 


The decentralized nature of Bitcoin proved to be a vital factor in its 


resilience and growing acceptance as a real asset class with utility. 


Fourth Bitcoin Halving — April 2024 


The fourth halving event is expected sometime between April 15th and 
April 20th. It will occur when 840,000 blocks have been mined. 


The amount of Bitcoin mined per block will decrease from 6.25 BTC to 


3.125 BTC, further reducing the supply of Bitcoin entering the market. 


When the fourth halving occurs, 93.75% of all BTC will have been mined, 


leading to greater asset scarcity. 


The average price of Bitcoin in April 2023 was $28,857.57. The current 


price hovers around $69,000. 


Bitcoin eclipsed a new ATH of $73,750.07 on March 14 because of the 


expected halving and increased exposure resulting from ETF inflows. 


For the first time, cryptocurrencies like BTC and Ether (ETH) were 
mentioned in the American presidential primary debate. With the 
mainstream adoption of crypto, an influx of government regulations and 


policies is sure to follow. 
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e According to a poll by Grayscale, inflation is the most pressing issue in 
America right now. Bitcoin’s scarce supply and decentralized nature 
make it a great hedge against inflation. More people will allocate funds 
toward Bitcoin as they become educated on the crypto and its value as a 


deflationary asset. 


e As the rate of new Bitcoins entering the supply slows and ETF inflows 
continue to grow, Bitcoin is poised to have a strong run in the foreseeable 


future. 


26% In your opinion, what is the most pressing 
problem in America right now? 


apg Sg hela ad liao ey ela hs: ll ala a GRAYSCALE | Iĝ] The Harris Poll 
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The Effects on Miners 


The Bitcoin halving event has significant implications for miners, including 
decreased revenue, increased competition, operational costs, reliance on the 


price of Bitcoin, and the growing importance of transaction fees. 
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Decreased Revenue: The most immediate impact is a reduction in miners’ 
revenue. With the block reward cut in half, miners receive fewer bitcoins for 


securing the network. 


Increased Competition: As block rewards diminish, competition for the 
remaining rewards will be more competitive. The reduction in rewards may 
prompt some miners to shut down their operations, while others may ramp 


up their mining efforts to compensate for the decrease in revenue. 


Operational Costs: The cost of electricity, air conditioning, hardware, and 
other operational expenses significantly impacts mining profitability. 
Miners located in regions with low electricity costs and favorable regulatory 
environments are more likely to remain profitable compared to those 


operating in high-cost jurisdictions. 


Price of Bitcoin: One of the most significant factors influencing mining 
profitability is the price of Bitcoin. As the block reward decreases, miners 
will rely increasingly on transaction fees and the value of their mined 
bitcoins to remain profitable. If the price rises sufficiently to offset the 
reduction in block rewards, miners can remain profitable. If prices move in 


the other direction, miners may struggle to cover their operational costs. 


Transaction Fees: As the block reward diminishes, transaction fees may 
become the miner's only source of revenue. Miners can prioritize 
transactions with higher transaction fees to maximize their earnings. 
Increased adoption of Bitcoin for everyday transactions would contribute to 


higher transaction fee income for miners. 
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How Halving Affects Bitcoin Miners 
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Long-Term Effects of the Bitcoin Halving 


Inflation & Scarcity 


One of the main factors behind the Bitcoin Halving is to offset inflationary 
effects on the Bitcoin Network by lowering the issuance rate of new Bitcoins 
by 50% thus creating scarcity for Bitcoin. This scarcity is a fundamental 
aspect of Bitcoin’s value proposition, positioning it as a deflationary asset 


and store of value over the long term. 
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Adoption and Awareness: 
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cryptocurrencies, increasing awareness and adoption. Media coverage and 


discussions around the halving often serve as an opportunity to educate the 


public about Bitcoin’s scarcity, decentralized nature, and potential as a hedge 


against inflation, resulting in more investors buying Bitcoin. 
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“Trust us.” 


This might be the Least trustworthy phrase in the English language. 
Right now, it's being thrown around a Lot. 


If you've been watching the crypto space, you know millions of people 
recently put their money - and trust - with people that didn't deserve it. 
They were taken advantage of, and that should never happen. 


For ten years, Coinbase has sought to be the most secure and compliant 
crypto exchange. 


We are headquartered in the United States 
We hold our customers’ assets 1:1 


We don't trade against our customers, and we don’t leverage 
their funds without consent 


We provide the transparent accounting and audits that are required 
of a public company 


So yes, you can trust us. But the truth is, you shouldn't have to. 


Bad actors have been losing people's hard earned money since... the 
beginning of money. You deserve a decentralized system where you 
don’t have to trust us, or any other institution. That's the promise of 
crypto. The only thing you need to trust is the math. Everything is 
transparent, immutable, and verifiable to all. 


It’s time to establish a regulatory framework that will make this 
future possible. 


It’s time to update the system. 


coinbase 
[Image Source: Coinbase] 


Historic Price Appreciation 


In addition, Bitcoin halving events have historically been associated with 
significant price appreciation. The previous halvings saw Bitcoin hit highs, 
with the coin exceeding the $1,000 price following the 2012 halving and 
$20,000 after the 2016 halving. Following the most recent halving in 2020, the 
digital currency hit all-time highs of over $69,000. At the time of this writing, 
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Bitcoin is hovering around $69,000 and reached its all-time high last month 


surpassing $73,000. 


Conclusion 


Bitcoin halving events have far-reaching implications for investors, miners, 


and the wider cryptocurrency ecosystem. 


These events emphasize Bitcoin’s deflationary disposition and reinforce its 
scarcity-driven value proposition. By systematically decreasing block 
rewards, halving events introduce controlled inflation into the Bitcoin 
supply, akin to the supply dynamics of precious commodities like gold. This 
scarcity is hard-coded into Bitcoin’s protocol and contributes to its intrinsic 


value and positioning as a hedge against inflationary pressures. 


While Bitcoin halving events may initially deliver challenges for miners, 
such as decreased revenue and heightened competition, they also catalyze 
adaptation and innovation within the mining sector. Miners are incentivized 
to optimize their operations and explore alternative revenue streams to 


maintain profitability in light of diminishing block rewards. 


Overall, Bitcoin’s halving events serve as critical milestones in the evolution 
of Bitcoin, shaping its economic dynamics and reinforcing its status as a 


decentralized digital asset with enduring value. 


Bitcoin Bitcoin Halving 2024 Cryptocurrency Mining Crypto 
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